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The US government is threatening to impose retaliatory tariffs on Brazilian imports if that country
does not pass new laws to protect foreign patents on Brazil's domestic market. A new industrial
property code is now under debate in the National Congress, but government officials fear the
legislature is unlikely to pass any new laws before the April 30 deadline set by the US Commerce
Department. Although Brazil is a signatory to international treaties that protect intellectual property
rights such as the 1883 Paris convention the country's laws are full of loopholes that allow local
firms to legally appropriate the brand names of foreign companies. Brazilian law only recognizes
the "principle of priority," which grants the right to use a brand name to whomever registers it
first. As a result, local businessmen have registered hundreds of products and services under
brand names "stolen" from foreign firms, according to the National Institute of Industrial Property
(INPI). In one recent investigation, INPI discovered that just four companies in Sao Paulo state
had attempted to register 3,018 international brand names with the Institute in the last three years,
which included such labels as IBM, Xerox, Suzuki, Sony, Lufthansa, and Honda. According to INPI
president Roberto Gusmao, the four firms under investigation took advantage of legal loopholes
to conduct lucrative business deals with international firms, whereby they would offer to resell
the brand names to the original owners if they decided to extend their operations to Brazil. In fact,
Flavio Leonardos a Rio de Janeiro lawyer who represents foreign firms affected by the practice
claims that pirate companies reselling brand names have earned up to US$2 million from their
activities. In other cases, local businessmen set up successful companies with foreign brand names,
blocking the original companies from entering the domestic market. For example, Ari Teixeria a
retired pilot turned businessman legally registered the brand name "Burger King" for his own
use. He now operates a chain of restaurants under the Burger King label, thus prohibiting the
original Burger King corporation from setting up operations until it reaches an agreement with
Teixeria. Consequently, the US Commerce Department has demanded that Brazil pass new laws
to protect foreign patents, and has set April 30 as the deadline before the US imposes retaliatory
measures. Among other sanctions, the Commerce Department threatens to impose compensatory
tariffs on most, if not all, Brazilian imports. In response, the government drafted a new industrial
property code which is now under review in the National Congress, but officials fear that, even if
congressional representatives support the measure, the bill will not come up for discussion until
well after the April 30 deadline. Moreover, the US Commerce Department demands that any new
law be made retroactive, but such clauses were not even included in the original bill sent to the
legislature, and prominent congressional representatives so far reject all US efforts to influence
legislative deliberations. "If the National Congress is a sovereign entity in respect to our own
government, it is even more sovereign in respect to the US government," warned Roberto Freire,
a leading representative from the Chamber of Deputies. To stave off US sanctions, a high-level
government delegation met in Washington with Commerce Department representatives to convince
US officials to extend the deadline. Trade and Industry Minister Antonio Maciel and Foreign
Minister Fernando Henrique Cardoso participated in the delegation. "Any trade retaliations would
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constitute a true disaster for us," warned Maciel, who said the delegation attempted to convince
the Commerce Department to withdraw its demand that the new law be retroactive. The US is the
principal market for Brazilian exports. Last year, the country exported US$7.1 billion in goods to the
US 19.7% of the nation's total exports. (Sources: Inter Press Service, 04/13/93; Agence France-Presse,
04/19/93; Spanish news service EFE, 04/19/93, 04/20/93)
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